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XTO  REV  PROD  88  (7-69)  PAD  UF(04f17/07)B 

OIL,  GAS  AND  MINERAL  LEASE 

T^S  A?R  f-^^™?  °f  May' 2008,  betweeft  Barbara  J* McDonald. «  »'ngle  person,  Lessor  (whether  one  or  more),  whose 

v5t!!Se!h  *'    76i48,  and  XT0  Energy  lnc" whose  address  is:  810  Houston  st- Fort  W0rthl  T«« 

1.  Lessor,  in  'consideration  of  ten  dollars  and  other  valuable  consideration,  receipt  of  which  is  herebv  acknowledaed  and  nf  th«  r^nant*  anH 

fSs^t"Sht  tW"onnj>- ™  TOminina;  and  operating  for,  producing  and  own  ng  o  ,  gas,  sulphur  and  all  other  minerals  (whetheror  not  siSr  to 
S^raST^^^'™?  righ]  to.  make  surveys  on  said  land,  lay  pipe  lines,  establish  ^  t^^^fSt^^^SS^ 
tt"8*™*  JMds  and  badges,  dig  canals,  build  tanks,  power  stations,  telephone  lines  employeehotSeT S  dhVstrurturet 
MkLW  necesi?iy  or  useful  in  Lessee's  operations  in  exploring,  drilling  for.  produang,  Seating  st^ 

0.211  acres,  more  or  less,  put  of  the  W.  J.  Miller  Survey,  Abstract  No.  1020  end  beinn  Lot  12  Block  6  Astor  Hatahte  Sa^niwf 

w,  or  tne  Plat  Records,  Tarrant  County  Texas  and  being  those  same  lands  particularly  described  In  a  Warranto  5b*h  HatSrf 
t!^.^>2r&nWl&  TCharies  5*  McDonald  to  Barbara  J.  McDonald,  ngSS \m^^ti^e  ^^pZ^,^ 
ai?yri?ariJn  rights      ^'  amendments  thereof,  including  streets,  easements  and  alleyways  adJacSf&erefoJand 

™Jj '*  a  non-development  oil,  ga;  and  mineral  lease,  whereby  lessee,  its  successors  or  assigns,  shall  not  conduct  anv  operation 
S!id  laW^JIE^  landi  fes'cribed  herein.  However,  lessee  shall  have  the  Mto  ffiVSwSe 

ES£toJl£W£i«!fc££i  ?J?.2J£r  landf  ^"""IS*  an,0."  ,n*°r  ««?J development  unit  It  is  the  intention  of  lessor  to  allow 
lessee  to  explore  for  oil  and/or  gas  without  using  the  surface  of  lessors  and  for  any  operations.  This  clause  shall  take  onscedenca 
over  any  references  to  surface  operations  contained  within  the  preprinted  portion  of  this  lease"  precedence 

^  JHS.168!?,^80  2nd  in(&de8' in  ackfitipn  to  ttiat  above  described,  all  land,  if  any,  contiguous  or  adjacent  to  or  adjoining  the  land  above 
tSSSSS  VlffiSSfl  5±E&l%i£3^  r^^Ption.  possession,  reversion,  aEcquiredtitte  or  unreaSed  KRSSSi I  o7(d) 

^^£fJJ*3%?3?  ■  Wif  Wabon,  Lessor  agrees  to  execute  any  suopternental  instrument  requested  by  Lessee  for  a  more 
g^&S*  fZ^^^^J^^lari^me  f>"n>o»pf  determining  the  amount  ofany  bonus  or  other  payment  hereunder  said  land  shall 
hf  fetaSJ^S KL^ffl1  acre!'™ih^  a!?u<S*  co",ain'ng  more  orless,  and  the  above  recital  of  acreage  in  any  tract  shad  be  deemed  to 
be  the  true  acreage  thereof.  Lessor  accepts  the  bonus  as  lump  sum  consideration  for  this  lease  and  all  rightsand  options  hereunder. 

,  2.  Unless  sconer  terminated  or  longer  kept  in  force  under  other  provisions  hereof,  this  lease  shall  remain  in  force  for  a  term  of    3  years 

*k    „a,*Pere£f'  nereinafter  ^"edJ^mary term..  and  as  long  thereafter  as  operations,  as  hereinafter  defined,  are  conducted  uponsaid  land 
with  no  cessation  for  more  than  ninety  (90)  consecutive  days. 

«  „?'  Sf  05oyall&  L£  W  covinanjs  and  ag^:  (a)  To  deliver  to  the  credit  of  Lessor,  in  the  pipe  line  to  which  Lessee  may  connect  its  wells,  the 
equal  25%  part  of  all  oil  proceed  and  saved  by  Lessee  from  said  land,  or  from  time  to  time,  at  the  option  of  Lessee,  to  pay  Lessor  the  avenue 
posted  market  price  of  such  25%  part  of  such  oil  at  the  wells  as  of  the  day  it  is  run  to  the  pipe  line  or  storage  tanks,  Lessor's  interest,  in  eitfer 
case,  lo bear  25%  of  the  cost  of  treating  ojlto  render  it  marketable  pipe  line  oil;  (b)  To  pay  Lessor  on  gas  and  casinghead  gas  produced  from 
said  and  (1)  when  sold  by  Lessee  25%  of  the  amount  realized  by  Lessee,  computed  at  the  mouth  of  the  well,  or  (2)  when  used  by  Lessee  off 
said  land  or  in  the  manufacture  of  gasoline  or  other  products,  the  market  value,  at  the  mouth  of  the  well,  of  25%  of  such  gas  and  casinghead  gas- 
(c)  To  pay  Lessor  on  all  other  minerals  mined  and  marketed  or  utilized  by  Lessee  from  said  land,  one-tenth  either  in  kind  or  value  at  the  weTT ar  mineat 
Lessees  election,  except  that  on  sulphur  mined  and  marketed  the  royalty  shall  be  one  dollar  ($1.00)  per  long  ton.  If,  at  the  expiration  of  the 
pnmary  term  or  at  any  time  or  times  thereafter,  there  is  any  well  on  said  land  or  on  lands  with  which  said  land  or  any  portion  thereof  has  been 
pooled,  capable  of  producing  oil  or  gas,  and  all  such  wells  are  shut-in,  this  lease  shall,  nevertheless,  continue  in  force  as  though  operations 
were  being  conducted  on  said  land  for  so  long  as  said  wells  are  shut-in,  and  thereafter  this  lease  may  be  continued  in  force  as  if  no  shut-in  had 
occurred.  Lessee  covenants  and  agrees  to  use  reasonable  diligence  to  produce,  utifee.  or  market  the  minerals  capable  of  being  produced  from 
said  wells  but  in  the  exercise  of  such  diligence,  Lessee  shall  notbe  obligated  to  install  or  furnish  facilities  other  than  well  facilities  and  ordinary  tease 
facilities  of  flow  lines,  separator,  and  lease  tank,  and  shal  not  be  required  to  settle  labor  trouble  or  to  market  gas  upon  terms  unacceptable  to 
Lessee.  If,  at  any  time  or  times  after  the  expiration  of  the  primary  term,  all  such  wells  are  shut-in  for  a  period  of  ninety  consecutive  days,  and 
dunrw  such  time  there  are  no  operations  on  said  land,  then  at  or  before  the  expiration  of  said  ninety  day  period,  Lessee  shall  pay  or  tender,  by 
check  or  draft  of  Lessee,  as  royalty,  a  sum  equal  to  one  dollar  ($1 .00)  for  each  acre  of  land  then  covered  hereby.  Lessee  shall  make  like  payments 
or  tenders  at  or  before  the  end  of  each  anniversary  of  the  expiration  of  said  ninety  day  period  if  upon  such  anniversary  this  lease  is  being 
continued  in  force  solely  by  reason  of  the  provisions  of  this  paragraph.  Each  such  payment  or  tender  shall  be  made  to  the  parties  who  at  the  time 
of  payment  would  be  entitled  to  receive  the  royalties  which  would  be  paid  under  this  lease  if  the  wells  were  producing,  and  may  be  deposited  in 
such  oank  as  directed  by  Lessor,  or  its  successors,  which  shall  continue  as  the  depositories,  regardless  of  changes  in  the  ownership  of  shut-in 
royalty.  If  at  any  time  that  Lessee  pays  or  tenders  shut-in  royalty,  two  or  more  parties  are,  or  daim  to  be,  entitled  to  receive  same.  Lessee  may, 
in  lieu  of  any  ottier  method  of  payment  herein  provided,  pay  or  tender  such  shut-in  royalty,  in  the  manner  above  specified,  either  jointly  to  such 
parties  or  separately  to  each  in  accordance  with  their  respective  ownerships  thereof,  as  Lessee  may  elect.  Any  payment  hereunder  may  be  made 
by  check  or  draft  of  Lessee  deposited  in  the  mail  or  delivered  to  the  party  entitled  to  receive  payment  or  to  a  depository  bank  provided  for  above  on 
or  before  the  last  date  for  payment.  Nothing  herein  shall  impair  Lessee's  right  to  release  as  provided  in  paragraph  5  hereof.  In  the  event  of 
assignment  of  this  lease  in  whole  or  in  part,  Babaity  for  payment  hereunder  shall  rest  exclusively  on  the  then  owner  or  owners  of  this  lease,  severally 
as  to  acreage  owned  by  each. 

4.  Lessee  is  hereby  granted  the  right,  at  its  option,  to  pool  or  unitize  any  land  covered  by  this  lease  with  any  other  land  covered  by  this  lease, 
and/or  with  any  other  land,  lease,  or  leases,  as  to  any  or  all  minerals  or  horizons,  so  as  to  establish  units  containing  not  more  than  80  surface  acres, 
plus  10%  acreage  tolerance;  provided,  however,  unite  may  be  established  as  to  any  one  or  more  horizons,  or  existing  units  may  be  enlarged  as  to 

 ^    «™  ...  >*.^^»-  /„  "he following: 

s  produced 


  fc  „  .      ........   „  ...wing  jurisdiction.  If  larger  units  than  any  of  those  herein  permitted,  either  at  the 

time  established,  or  after  enlargement,  are  permitted  or  required  under  any  governmental  rule  or  order,  for  the  drilling  or  operation  of  a  well  at  a 
regular  location,  or  for  obtaining  maximum  allowable  from  any  wen  to  be  drilled,  drilling,  or  already  drilled,  any  such  unit  may  be  established  or 
enlarged  to  conform  to  the  size  permitted  or  required  by  such  governmental  order  or  rule.  Lessee  shall  exercise  said  option  as  to  each  desired  unit 
by  executing  an  instrument  identifying  such  unit  and  filing  it  for  record  in  the  public  office  in  which  this  lease  is  recorded.  Such  unit  shall  become 
effective  as  of  the  date  provided  for  in  said  instrument  or  mstruments  but  if  said  instrument  or  instruments  make  no  such  provision,  then  such  unit 
shall  become  effective  on  the  date  such  instrument  or  Instruments  are  so  fled  of  record.  Each  of  said  options  may  be  exercised  by  Lessee  at  any 
time  and  from  time  to  time  while  this  lease  is  in  force,  and  whether  before  or  after  operations  or  production  has  been  established  either  on  said 
land,  or  on  the  portion  of  said  land  included  in  the  unit,  or  on  other  land  unitized  therewith.  A  unit  established  hereunder  shall  be  vaid  and  effective 
for  all  purposes  of  this  lease  even  though  there  may  be  mineral,  royalty,  or  leasehold  interests  in  lands  within  the  unit  which  are  not  effectively 
pooled  or  unitized.  Any  operations  conducted  on  any  part  of  such  unitized  land  shall  be  considered,  for  all  purposes,  except  the  payment  of 
royalty,  operations  conducted  upon  said  land  under  this  lease.  There  shall  be  allocated  to  the  land  covered  by  this  lease  within  each  such  unit  (or 
to  each  separate  tract  within  the  unit  if  this  lease  covers  separate  tracts  within  the  unit)  that  proportion  of  the  total  production  of  unitized 
minerals  from  the  unit  after  deducting  any  used  in  lease  or  unit  operations,  which  the  number  of  surface  acres  in  such  tend  (or  in  each  such 
separate  tract)  covered  by  this  lease  within  the  unit  bears  to  the  total  number  of  surface  acres  in  the  unit  and  the  production  so  allocated  shall  be 
considered  for  all  purposes,  including  payment  or  delivery  of  royalty,  overriding  royalty  and  any  other  payments  out  of  production,  to  be  the  entire 
production  of  unitized  minerals  from  the  rand  to  which  allocated^ in  the  same  manner  as  ttiough  produced  therefrom  under  the  terms  of  this  tease. 
The  owner  of  ttie  reversionary  estate  of  any  term  royalty  or  mineral  estate  agrees  that  the  accrual  of  royalties  pursuant  to  this  paragraph  or  of 
shut-in  royalties  from  a  well  on  the  unit  shall  satisfy  any  Imitation  of  term  requiring  production  of  oil  or  gas.  The  formation  of  any  unifhereunder 
which  includes  land  not  covered  by  this  lease  shall  not  have  the  effect  of  exchanging  or  transferring  any  interest  under  this  lease  (including,  without 
limitation,  any  shut-in  royalty  which  may  become  payable  under  this  tease)  between  parties  owning  interests  in  land  covered  by  this  lease  and 
parties  owning  interests  in  land  not  covered  by  this  tease.  Neither  shall  it  impair  the  right  of  Lessee  to  release  as  provided  in  paragraph  5  hereof, 
except  that  Lessee  may  not  so  release  as  to  lands  within  a  unit  white  there  are  operations  thereon  for  unitized  minerals  unless  alTpooled  leases 
are  released  as  to  lands  within  the  unit  At  any  time  while  this  lease  is  in  force  Lessee  may  dissolve  any  unit  established  hereunder  by  filing  for 
record  in  the  public  office  where  this  lease  is  recorded  a  declaration  to  that  effect,  if  at  that  time  there  is  no  unitized  minerals  being  produced  from 
such  unit  Any  unit  formed  may  be  amended,  re-formed,  reduced  or  enlarged  by  Lessee  at  its  election  at  any  time  and  from  time  to  time  after  the 
onginal  forming  thereof  by  filing  an  appropriate  instrument  of  record  in  the  public  office  in  which  the  pooled  acreage  is  located.  Subject  to  the 
provisions  of  this  paragraph  4,  a  unit  once  established  hereunder  shall  remain  in  force  so  long  as  any  lease  subject  thereto  shall  remain  in  force.  If 
™  F8??.  now  ?.r  hereafter  covers  separate  tracts,  no  pooling  or  unitization  of  royalty  interests  as  between  any  such  separate  tracts  is  intended 
or  shall  be  mplied  or  result,  merely  from  the  inclusion  of  such  separate  tracts  within  this  lease  but  Lessee  shall  nevertheless  have  the  right  to 
pool  or  unitize  as  provided  in  this  paragraph  4  with  consequent  allocation  of  production  as  herein  provided.  As  used  in  this  paragraph  4,  the 


^  i  Lesfeemav  ?  anyr time  afld  ^  time  t0 1""16  execute  and  deliver  to  Lessor  or  file  for  record  a  release  or  releases  of  this  tea**  t«  am/ 
part  or  all  of  sa.d  land  or  of  any  mineral  or  horizon  thereunder,  and  thereby  be  relieved  of  ^ 

™  JLI£?!&il5i£nd  estaie  of  any  P^f  hereto,  may  be  assigned  from  time  to  time  in  whole  or  in  part  and  as  to  anv  mineral  or  horizon  All  of  th« 

EfeSf  SSTC  ^ff0'  ^i68^  te,rs'  successors,  or  assigns,  notice  of  such  change  or  division,  supported I  bVeirhe ■  briq KfeordB 
i?Siesj££?  instruments  which  have  been  properly  filedfor  record  and  which  evidence  such  ctenoe ordiSsion  and loTsutf  court 
^^SLPZ^SS%l^n^r  ^owwnte  as  shall  be  necessajy  in  the  opinion  of  suc^r£o7o%5ier  to iSSaffi  the  SdS  of 
such  change  or  division.  If  any  such  change  in  ownership  occurs  by  reason  of  the  death  of  the  owner  Lessee  mav  nevertheless  rav  or  SdS 
such  royalties,  or  other  moneys,  or  part  thereof,  to  the  credit  of  the  decedent  in  a  deposHwyb^  w  °r 

i  ^JLWfif601  L«ssor  SPnsic!eI5  W  Le!?ee  has  not  complied  with  all  its  obligations  hereunder,  both  egress  and  implied  Lessor  shall  notify 
hf  XSiSS^SSRSf  sPf2fca,lv  In  ^  ^P^5  Lessee  has  breached  tfE  contract.  Lessee  sheftfnn  have  sfa3^  dm! iJStSSSt 
^^lnt^h^hlPJ^'^ft0  mt!lor  commence  to  meet  all  or  any  part  of  the  breaches  alleged  by  Lessor.  The  service  of  said  notice  shaSl be 
S£?2S,£  S^KRSa^ any  action  by '  Uewron  said  ease  for  any  cause,  and  no  such  action  shall  be  brought  until  the  lapse  of  8MyflK»<Us 
fEKSHSlSf  ^  W38^0"  Lefsee-  ye^e-r  tne  360/106  of  sa,d  notice  nor  *»  doin9  of  any  acts  by  Lessee  aimed  to  meet  all  or any ofthe 
SSfiJfSEESJfi  ^  2efmed  2?  fdmisSK)n-  °f  presumption  that  Lessee  has  failecl  to  perform  alf  its  obligations  hereunder! ;  fease is 
I^^i^V^' rt  shan  re™3"" 'n  force  and  effect  as  to  (1 )  sufficient  acreage  around  each  wef  as  to  which  there  are  operate 

£  £r2K,^lte.^Tf^Tum  al^wable  applicable  governmental  regulations,  (But  in  no  event  less  that  forty  acVes)  such?CTeage 

S^^SSTSS^iSS6  *5  ?e^y^  practicable  in  the  form  oTa  square  centered  at  the  well,  or  in  such  shape  as  then  existing  spacing  rules 
MKJ22fi£&Frt  included  in  a  pooled  unit  on  whichlhere  are  operations.  Lessee  shall  also  haw  such  easements  onsaid  tend 

or  omental  aaea9S  ^  and  Sha"  not  ^ reciuired  ,0  move  or  remove  any  existing  surface  facilities  necessary 

i»L JS;  if8801"  ]?erety  i^"3?18  a1d  agrees  to  defend  We  to  said  land  against  the  claims  of  all  persons  whomsoever.  Lessor's  rights  and 
EHSffL"?  reunder  ^}a!  P*  charged  Dnmanly  with  any  mortgages,  taxes  or  other  liens,  or  interest  and  other  charges  on  said  land,  bti  Lessor 
KB?  ?]?  tSS66^81  J?^1?6  J9"?1 5* anv  time  t0  WJ*  reduce  same  for  Lessor,  either  before  or  after  maturity,  and  be  subrogated  to  the 
rights  of  the  holder  thereof  and  to  deduct  amounts  so  paid  from  royalties  or  other  payments  payable  or  which  may  beoome  payable  to  Lessor 
and/or  assigns  under  this  lease.  If  this  lease  covers  a  less  interest  in  the  oil,  gas,  sulphur,  or  other  minerals  in  all  or  any  part  of  said  land  than  the 
entire  and  undivided  fee  simple  estate  (whether  Lessor's  interest  is  herein  specified  or  not),  or  no  interest  therein,  then  the  royalties  and  other 
moneys  accruing  from  any  part  as  to  which  this  lease  covers  less  than  such  full  interest,  shall  be  paid  only  in  the  proportion  which  the  interest 
therein,  if  any,  covered  by  this  lease,  bears  to  the  whole  and  undivided  fee  simple  estate  therein.  All  royalty  interest  covered  by  this  lease  (whether 
or  not  owned  by  Lessor)  shall  be  paid  out  of  the  royalty  herein  provided.  This  lease  shall  be  binding  upon  each  party  who  executes  it  without 
regard  to  whether  it  is  executed  by  all  those  named  herein  as  Lessor. 

11.  If,  while  mis  lease  is  in  force,  at,  or  after  the  expiration  of  the  primary  term  hereof,  it  is  not  being  continued  in  force  by  reason  of  the  shut-in 
well  provisions  of  paragraph  3  hereof,  and  Lessee  is  not  conducting  operations  on  said  land  by  reason  of  (1)  any  law,  order,  rule  or  regulation 
(whether  or  not  subsequently  determined  to  be  invalid)  or  (2)  any  other  cause,  whether  similar  or  dissimilar,  (except  financial)  beyond  the 
reasonable  control  of  Lessee,  the  primary  term  hereof  shall  be  extended  until  the  first  anniversary  date  hereof  occurring  ninety  (90)  or  more 
days  following  the  removal  of  such  delaying  cause,  and  this  lease  may  be  extended  thereafter  by  operations  as  if  such  delay  had  not  occurred. 

12.  Lessor  agrees  that  this  lease  covers  and  includes  any  and  all  of  Lessor's  rights  in  and  to  any  existing  welKs)  and/or  weBbore(s)  on  said 
tend,  other  than  existing  water  wells,  and  for  aU  purposes  of  this  lease  the  re-entry  and  use  by  Lessee  of  any  existing  well  and/or  wellbore  shall  be 
deemed  the  same  as  the  drilling  of  a  new  well. 

13.  Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 
giving  notice  to  Lessor,  a  wed  which  has  been  drilled  and  Lessee  intends  to  frac  shall  be  deemed  a  well  capable  of  producing  in  paying 
quantities  and  the  date  such  well  is  shut-in  shall  be  when  the  drilling  operations  are  completed.  . 

14.  As  a  result  of  land  development  in  the  vicinity  of  said  land,  governmental  rules  or  ordinances  regarding  well  sites,  and/or  surface 
restrictions  as  may  be  set  forth  in  this  lease  and/or  other  leases  in  the  vicinity,  surface  locations  for  well  sites  in  the  vicinity  may  be  limited 
and  Lessee  may  encounter  difficulty  securing  surface  location(s)  for  drilling,  reworking  or  other  operations.  Therefore,  since  drilling, 
reworking  or  other  operations  are  either  restricted  or  not  allowed  on  said  land  or  other  leases  in  the  vicinity,  it  is  agreed  that  any  such 
operations  conducted  at  a  surface  location  off  of  said  land  or  off  of  lands  with  which  said  land  are  pooled  in  accordance  with  this  lease 
provided  that  such  operations  are  associated  with  a  directional  well  for  the  purpose  of  drilling,  reworking,  producing  or  other  operations 
under  said  land  or  lands  pooled  therewith,  shall  for  purposes  of  this  lease  be  deemed  operations  conducted  on  said  land.  Nothing 
contained  in  this  paragraph  is  intended  to  modify  any  surface  restrictions  or  pooling  provisions  or  restrictions  contained  in  this  lease, 
except  as  expressly  stated. 

1 5.  The  consideration  paid  for  this  lease  shall  also  constitute  consideration  for  an  option  to  the  Lessee,  its  successors  and  assigns, 
to  extend  the  initial  three  (3)  year  primary  term  for  a  second  two  (2)  year  term.  This  option  may  be  exercised  anytime  during  the  initial 
pnmary  term  by  delivery  of  payment  of  an  additional  bonus  of  SfO.OOO.OO  per  net  mineral  acre.  The  bonus  payment  shall  constitute 
notice  to  Lessor  of  exercise  ofthe  option.  In  the  event  Lessee  elects  to  exercise  this  option  and  makes  the  bonus  payment  provided  for 
above,  then  all  terms  of  this  lease  shall  remain  in  full  force  and  effect  as  if  the  original  primary  term  was  five  (5)  years. 


WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 


LESSOR:  Barbara  J.  McDonald 


STATE  OF 


} 

}  ss. 


-T    .~      JL    iss-  (ACKNOWLEDGMENT  FOR  INDIVIDUAL) 

COUNTY  OF    KMXOAT  } 

This  instrument  was  acknowledged  before  me  on  the  <ffi  dav  of   ,  20£$by 

 Barbara  J.  McDonald,  a  single  person  


Seal: 


Signature . 


TRAVIS  DANIEL  ALEXANDER 
Notary  Public,  Slat*  of  Taxes 

My  Commission  Expires 

April  04. 2012 


Notary  Public  a 

primed TrnUs  V>«*\e(  Mtfantye^ 


